March 1955 


Yew Mexico 


250 


200 
4 Year Ago 


150 


100 


50 JANUARY 


New Mexico 
Business Index 


BUSINESS 


Recent Highlights 


The Index of Business Activity in New Mexico 
for January was less than 1 per cent above 
December. Retail sales were down in all 
categories save furniture and appliances, 
which barely exceeded their December level. 
Contractors', wholesalers', and manufactur- 
ers' sales were down, as were sales of life 
insurance. However, public utility sales and 
amusement sales showed good gains, and 
service sales were also up for the month. 
Banking activity was generally down from 
December, led by loans and discounts which 
were off nearly 10 per cent. Wage employ- 
ment was down 3.2 per cent, due mostly to 
post-holiday seasonal cuts in trade and 
government work. Mining employment and 
mine production both showed welcome in- 
creases for the month. While the gain in 
business activity from December was almost 
imperceptible, the gain from January a year 
ago was a good 9 per cent in the Business 
Index. All categories of retail sales were up 
for the year, and banking activity, wage 
employment, and building permits were all 
at higher levels than a year ago. 


Two articles on taxes 


SOME REFLECTIONS ON TAX MATTERS 


Vernon G. Sorrell P 


"not bad" because one can hardly say about 

any tax that it is "good," but rather that 
some taxes have more good points or less bad 
points than others. The sales tax is a top-flight 
revenue getter, as experience has amply proved. 
This is probably its best point. It is regressive 
in its effects, however, as the low income groups 
pay more in proportion to their ability than do 
the higher income groups. This is its worst 
feature. 

Nevertheless, the burden is widely diffused, 
the tax is paid in driblets, and after the initial 
impact it becomes not an unpopular tax, as such 
attitudes go in tax matters. There is grousing, 
to be sure, about the "two cents for the gover- 
nor,'' or "a penny for the mayor," as the case 
may be. And the business man grumbles because 
he doesn't like to be a "tax collector." 

There is an old tax adage that a "good" tax is 
one that "plucks the goose with the least amount 
of squawking." On theoretical grounds no one 
would seriously defend this cynical maxim, yet it 
perhaps has some practical validity, and, asa 
matter of fact, many tax laws have been passed 
on this basis. At any rate, the squawking against 
the sales tax is perhaps less than against some 
other forms of taxation, and the squawking comes 
not from any particular class of taxpayers but 
from almost everybody. The grumbling is uni- 
versal, but it seems to be mild. 

If additional revenue is desired, one of the 
alternatives to a sales tax proposal is to up the 
burden on property. We have had property tax- 
ation for decades, and for almost a _ century 
students of the problem have pointed out its 
shortcomings. The main objection is not so 
much’ on the theoretical side but on its adminis- 
tration. In most states this tax has "degener- 
ated" into a tax on realestate -- land and perma- 
nent improvements. Personal property -- tangi- 
bles (moveables) and intangibles (securities, 
bank accounts, etc.) -- get on the tax rolls in 
small amounts, if at all. Some people argue that 
what is needed is to get all property on the rolls, 
according to law. This really begs the question 
for it has been attempted time and time again. 

A good tax must be capable of being enforced. 


A TAX ON sales is not a bad tax. We say 


*Professor Sorrell is Dean of the College of 
Business Administration, University of New 
Mexico. 


To conform to the actual situation it would 
probably be better to abolish all property tax 
laws with the exception of the tax on land and its 
permanent improvements. 

Even a tax on real estate, which can be located 
and described (although this is not always done in 
certain areas), has its administration problems, 
as extensive experience has indicated. The main 
problem has been, and is, the matter of equitable 
assessments. Evidence is preponderant that 
properties are assessed varying from 5 per cent 
or 10 per cent of market value to over 100 per 
cent, and this situation is not improving in most 
jurisdictions. 

One can feel rather pessimistic about the 
matter. To raise the "take" from property by 
raising rates seems rather unjust when the base 
of the tax contains such glaring inequities. Such 
a procedure would only accentuate and magnify 
the injustices and inequities that already exist. 
If this were done, one would expect a lot of 
squawking, and the squawks would come from 
one group -- and a large one -- the owners of 
real estate. This is not to say, of course, that 
squawking is a factor that necessarily should 
influence movements for tax reform, but to be 
realistic it should not be ignored. After all the 
squawkers may have a point; and, in this 
instance, they would have a real grievance. 

As a revenue getter over and above what is 
now being collected, not too much can be said 
in favor of the property tax. Sure, one can argue 
in a theoretical way that all one has to do is en- 
force present property tax laws and a jurisdiction 
will have plenty of money to meet the cost of its 
expanding government services. But. that is the 
rub. One must be an optimist indeed to believe 
that in light of experience such an eventuality 
can be achieved. Of course the property tax has 
its good points, for local governments have de- 
pended on this tax for years, and stilldo. But 
one can be skeptical about its ability to raise 
additional revenue in any short period of time, 
and even in the long run with drastic and far- 
reaching reforms, one canstill bea bit skeptical. 

From a theoretical point of view a tax on 
personal incomes is the most ideal tax, if one 
may use the term in regard to a tax law, because 
it conforms most closely to the taxpayers' abili- 
ty to pay. It has been hailed as such by students 
of taxation for years, and, on the whole, it has 
been a fair and just tax as used by the Federal 
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Government. Not so much can be said for it as 
a state tax, although in a number of states it has 
worked well. But for most states and local 
governments this tax would seem to have limi- 
tations as a means of raising additional revenues. 
The Federal government is heavily in this "tax 
field" already and many states have been using 
it for a number of years. 

And for various reasons the administration of 
the tax is not the simple matter it was once 
thought to be. It is now recognized by theorists 
that the concept of income itself is not a simple 
one, and for tax purposes experience has shown 
that in many situations it may be an exceedingly 
complex one. The tax is essentially a "self as- 
sessment" tax in that the taxpayer makes his own 
return, and the recent withholding feature of the 
Federal law has only modified and not changed 
this essential feature. Being a self assessment 
tax the Federal government isin a better position 
to enforce its collection than the usual state 
government, and a much better position than a 
local jurisdiction. And of course if a local 
government imposed an additional income tax on 
top of the Federal tax and a state tax (if the state 
had one), there would be much squawking, es- 
pecially in light of the high rates of the Federal 
tax. 


Probably not too much weight should be given 
to the view frequently heard that to increase 
taxes in a given community -- whether it be 
sales, property, or income, or some other -- 


would hinder economic development in that com- 
munity and especially would scare away new in- 
dustries. If the rates were unreasonably high, 
this might well be an unfavorable result. But it 
is also true that if public services in that com- 
munity are at an unreasonably low level, eco- 
nomic and industrial activity might well cease to 
progress, or even stagnate. A business firm 
considering expansion, or starting up anew, 
takes into account many factors, not only the tax 
burden but also such things as the police, fire 
and health protection, the building and upkeep of 
streets and roads, recreation facilities, li- 
braries, and.the quality of public education. If 
public services are at a reasonably good level, 
such conditions probably are more conducive to 
economic expansion than a low tax burden. 

It has been said, probably with a lot of truth, 
that new businesses seeking to locate in a "tax 
haven" (where taxes are low or non-existent) are 
chasing a "will of the wisp." There just doesn't 
seem to be any such place anywhere. And even 
if there were -- and some are reputed to have 
existed in the past -- the chances are these so- 
called havens would last only for a short while, 
for soon after the establishment of the business, 
the owners, employees, and others, would de- 
mand the public services, and new taxes would 
be imposed or the rates on old ones raised. 

It seems an unwise policy for a community to 
offer tax advantages to attract new business, 
both for the commuhity and, certainly in the long 
run, for the new businesses themselves. 


Trends in State Tax Collections, 1951-1954 


taxes levied by New Mexico's state government 

amounted to more than $10,000. Using figures 
from the Legislative Council's recent Index to 
the Revenue Sources of the State of New Mexico, 
total collections for these thirty major taxes 
were $68,128,393 in fiscal 1954, up 28.3 per 
cent from 1951 when the total was $53,112, 203. 

The biggest revenue-getters were the various 
sales taxes. These include the school tax and 
taxes on motor fuel, liquor, and _ tobacco. 
They produced $49,676,376 in 1954, accounting 
for 72.9 per cent of the total for the thirty lead- 
ing taxes. However, the influence of the sales 
taxes declined slightly over the four-year period, 
since in 1951 sales levies accounted for 76.5 per 
cent of revenue from the major tax sources. 

The Emergency School Tax, no longer an e- 
mergency but an ancient institution of New Mexi- 
co government, is the largest single source of 
State revenue. It produced $24,576,429 in 1954, 
or 36.1 per cent of the total of major tax yields. 


[ N FISCAL 1954 collections from each of thirty 


School tax collections were up 34.2 per cent in 
1954 from 1951. 

The gasoline tax was the second largest pro- 
ducer, accounting for $17,019,023 in 1954. This 
was only a 5 per cent gain from yields from this 
tax in 1951. 

The third largest source of State tax revenues, 
and the fastest-growing, is the severance tax, 
which in 1954 produced $5, 852,602. In 1951 the 
severance tax yielded only $2,792,245. The 
gain for this tax over the four-year period was 
nearly 110 per cent. 

Other taxes producing over $1 million each in 
1954 were the general property tax, $3,914, 136; 
income tax, $3,288,974; compensating use tax, 
$2,651,689; tobacco tax, $2,589,994; liquor ex- 
cise tax, $1,503,377; diesel and butane motor 
fuel tax, $1,171,972; and the insurance tax, (ex- 
cluding the specially earmarked fire insurance 
tax) $1,044, 809. 

Together these ten taxes accounted for more 

(continued on page §&) 
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RETAIL SALES IN NEW MEXICO COUNTIES 
January 1955 


(add 000's) 
Furniture & Building 

County Apparel Automotive Subsistence Appliances Material Other Total 
Bernalillo $ 980 $ 4, 781 $ 4, 782 $1, 834 $1,996 §$ 7,335 $21, 708 
Catron 0 17 43 5 2 32 99 
Chaves 192 1,237 1, 169 210 371 1, 743 4,922 
Colfax 43 377 321 32 77 353 1, 203 
Curry 99 886 619 117 151 652 2,524 
De Baca (a) 70 63 10 35 112 290 
Dona Ana 65 1, 204 776 136 230 800 3,211 
Eddy 182 1, 308 1,194 189 319 1, 497 4, 689 
Grant 29 374 390 40 80 631 1,544 
Guadalupe 0 130 136 11 13 146 436 
Harding 0 20 2 0 5 51 78 
Hidalgo 11 175 177 6 41 129 539 
Lea 226 1,503 1,115 174 418 2,525 5, 961 
Lincoln 10 113 136 2 46 136 443 
Los Alamos 41 79 184 24 (a) 150 478 
Luna 30 354 261 70 25 293 1,033 
McKinley 53 685 581 59 49 584 2,011 
Mora 2 43 8 (a) 1 75 129 
Otero 34 414 467 70 162 524 1, 671 
Quay 45 395 323 16 56 208 1, 043 
Rio Arriba 9 225 136 14 61 280 725 
Roosevelt 57 441 243 34 83 246 1,104 
Sandoval 3 20 135 0 3 177 338 
San Juan 1¥3 694 319 75 140 977 2,318 
San Miguel 18 409 285 29 49 403 1,193 
Santa Fe 221 810 989 208 278 1, 267 3, 773 
Sierra 3 149 181 os 20 128 485 
Socorro 5 1197 174 14 18 166 494 
Taos 2 158 151 46 13 120 490 
Torrance (a) 103 81 2 24 122 332 
Union 10 72 194 2 23 144 445 
Valencia 6 356 180 35 71 302 950 
Unallocated 59 255 235 37 199 1, 387 2,172 
Total $2,548 $17, 974 $16, 050 $3,505 $5, 059 $23, 695 $68, 831 


(a) Less than $1,000. 
Source: School Tax Division, N. M. Bureau of Revenue. 


The chart on page 4 shows disposition of money 
raised from state taxes and from license fees. 
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than 93 per cent of the yield of the thirty major 
taxes. Table 1 shows the percentage gain in the 
four-year period for each of the ten leading 
taxes. 

When the major taxes are classified by type, 
an interesting relationship emerges between 
taxes applied to motor vehicle transportation and 
total taxes. Collections from the four separate 
taxes on motor transport increased 9.5 per cent 
from 1951 to 1954. However, the motor trans- 
port taxes as a share of the total declined during 
that period. They dropped from 33.5 per cent of 
the total in 1951 to 28.6 per cent in 1954. In 
particular, gasoline tax collections have not kept 
pace with the gain in all major tax collections. 


Table 2 


New Mexico State Taxes 
on Motor Vehicle Transportation, 
Fiscal 1951 and 1954 


Per 
Tax Fiseal 1951 Fiscal 1954 Cent 
Gasoline $16,192,163 $17,019,023 5.1 
Diesel- Butane 614,596 1,171,972 90.7 
Mileage, Com- 
mercial Vehicles 417,776 447,436 7.1 
Mileage 553,099 827,491 49.6 
Total $17, 777,634 $19,465,922 9.5 


Total, Major 


Taxes 53,112,203 68,128,393 28.3 


Motor Vehicle 
Taxes as Per 
Cent of Total 


33.5 28.6 


Source: New Mexico Legislative Council 


Other motor fuels are of minor significance 
compared with gasoline, but as sources of tax 
revenue they are gaining at a far greater rate 
than the gasoline tax. Thus, the revenues from 
the tax on diesel fuel, butane, propane, etc., 
were up more than 90 percent from 1951 to1954. 
As with the gasoline tax, one-sixth of all taxes 
on these products goes to retire highway de- 
bentures and pay interest. 


Table 1 


New Mexico State Taxes Yielding over $1 Million Revenue in Fiscal 1954 


Tax Fiscal 1951 Fiscal 1954 Per Cent Change 
* School $18, 309, 455 $24,576, 429 + 34.2 
Gasoline 16, 192, 163 17,019, 023 + Sot 
Severance 2, 792, 245 5, 852, 602 +109.6 
General property 2,551, 569 3,914, 136 + 53.4 
Income 3, 415, 076 3, 288,974 = - 3.9 
Compensating Use 1,567, 365 2,651, 689 + 69.2 
Tobacco 2,428, 441 2,589, 994 e 6.7 
Liquor excise 1,506, 766 1,503, 377 - 0.2 
Diesel, Butane 614, 596 1,171,972 + 90.7 
Insurance 656, 023 1,044, 809 + 59.3 
Total, Ten Leading Taxes 50,033, 699 63,613,005 + 27.1 
Total, Thirty Major Taxes 53, 112, 203 68, 128, 393 + 28.3 
Per Cent of Total, Ten 
Leading Taxes 94.2 93.4 


Source: New Mexico Legislative Council 
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BUSINESS ACTIVITY IN NEW MEXICO 


January Per Cent Change January Per Cent Change 
Index January 1955 From Index January 1955 From 
(1947-49 mo. December January (1947-49 mo. December January 
av. = 100) 1954 1954 av. = 100) 1954 1954 
Index of Business Activity. . . 184.0 + 0.4 + 9.0 Wage Employment....... 132.1 = 3.2 * 23 
Sales of Retail Stores. .... 139.9 - 12.5 + 10.7 Manufacturing. ....... 166.4 0.0 + 8 
Apparel Stores ....... 128.6 - $4.7 + 4.8 RS eee 118.0 2.3 0.0 
Automotive Dealers. .... 131.8 - 14.5 + 6.9 Transportation & Utilities . 117.3 - 0.6 ~ Ze 
Subsistence Stores ..... 139.2 - 41.2 + 4.7 136.0 - + 2.8 
Furniture & Appliances. . . 137.8 + 0.7 + 28.8 ee ae 201.0 + GF + 7.3 
Building Materials Dealers. 103.8 - 15.0 + 10.4 Services & Miscellaneous . 103.4 - Li.3 + 0.5 
Other Retail Stores. .... 161.9 - §.8 + 16.8 156.7 - 8.9 + 4.2 
Amusement Sales ....... 140.1 + 18.1 + 27.9 Contract Construction... . 103.7 - 6.4 + 6.5 
218.0 + 8.8 + Building Permits - Total . . . 266.3 +108. 2 +157.0 
Contractors' Sales ...... 228.0 - 28.3 - 13.3 289.8 +161.3 +150.8 
Wholesale Sales........ 111.1 - 6.7 * 12.5 Non-Residential. ...... 240.3 + 28.6 +260.1 
Public Utility Sales ..... . 190.5 + 32.4 - 12.8 Petroleum Production. .... 174.6 + 11.3 + 6.5 
Manufacturers' Sales... .. 257.8 a 9.8 + 25.5 Electric Power Production . . 178.3 + 0.6 + 5.5 
Life Insurance Sales. ..... 305.5 - 20.5 + 37.4 Metallics Production - Total . 67.2 + @.4 + 2.4 
Co ee ee 202.0 - 4.3 + 13.3 Mine Production - Copper. . . aay,.9 + 4.4 + 6.1 
Bank Loans & Discounts .. . 162.3 - 6.8 + 10.9 Mine Production - Potash. . . 228.8 + 2.8 + 9.3 
Demand Deposits ....... 155.9 - 0.7 * 2.7 AN Farm Prices ....... 87.2 + 5.3 - 3.4 
peo ee ee 200.8 0.9 + 13.6 Livestock Prices ...... 87.6 + %7.9 - 3.3 
Business Failure Liabilities . 31.4 - 37.9 - 76.5 PS: a: eas eS 93.7 + 0.9 - 3.6 
Postal Receipts ........ 202.9 - 43.0 
February Per Cent Change 
Index February 1955 From 
(1947-49 mo. January February 
av. = 100) 1955 1954 
a 176.1 - 12.8 + 14.1 
Bank Loans & Discounts ... 150.1 - %.5 + 21.9 
Demand Deposits ....... 154.5 - 0.9 + 6.9 
Time Deposits. .. 202.4 0.8 + 14.6 
Building Permits - Total... 223.4 = 16.1 + 14.9 
264.2 - 8.8 + 41.6 
Non-Residential. ...... 150.7 - 37.3 - 38.5 
Postal Receipts ........ 184.4 + 3.0 
All Perm Prices 91.7 * - 2.2 
Livestock Prices ...... 93.6 + 6.8 - 2.5 
94.4 + 0.7 - 2.7 
BUSINESS ACTIVITY BY DISTRICTS 
District 1 2 3 a 5 6 7 8 9 
February 1955 Compared With January 1955 
Bank Debits - 12.7 - 18.8 = 19.9 - 10.8 - 16.3 - 14.6 - 3.6 - 10.6 - 13.5 
Loans and Discounts + 6.60 + 9.8 - 25.0 + 0.4 - 19.1 - 35.9 - 23.7 - 2.2 - 20.4 
Demand Deposits + 6.2 -~ + - 4.6 - 4.8 - 4.7 + 2.6 - 
Time Deposits + 1.4 = + 1.8 + * 1.6 + 0.7 + @.4 - 4.6 + 
Postal Receipts - 10.0 ~ 23.7 - 11.3 - 6.1 - 12.4 - 10.6 - 25.0 - 6.6 - 10.0 
February 1955 Compared With February 1954 
Bank Debits + 6.4 + 26.9 + 34.5 + 16.8 + 12.0 + 16.6 - 4.6 + 21.8 + 3.7 
Loans and Discounts + 19.7 - 3:2 * €.3 + 36.6 © 2% - 31.4 + 4.8 +112.1 + 10.3 
Demand Deposits + 27.6 + 7.0 + 9.0 + 3.9 + 27.9 + 6.1 
Time Deposits + 9.6 + 15.2 + £€.7 + 17.6 + 8.6 + 8.5 e 2.8 + 27.4 + 12.0 
Postal Receipts - 9:8 * ~,2 - 3.8 + 8.5 - §.2 + 6.1 + 2.0 * 21.1 + 2.4 


Sources of data: 

Retail Sales data: N. M. Bureau of Revenue 
Potash Production: N. M. Bureau of Revenue 
Petroleum Production: N. M. Bureau of Revenue 


Life Insurance Sales (New Ordinary): Life Insurance Agency 


Management Association 


Wage Employment (all categories): N. M. Employment 


Security Commission 


Electric Power Production: Federal Power Commission 

Metallics Production: U. S. Bureau of Mines 

Farm Prices: U. S. Agricultural Marketing Service _, 

Bank data (all series), Postal Receipts, Building Permits: 
Bureau of Business Research 

Business Failure Liabilities: Dun & Bradstreet, Inc. 
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New Publication 


Tue Bureau of Business Research has just re- 
leased Business Information Series Number 26, 
titled CONSUMER COOPERATION IN NEW 
MEXICO, by David B. Hamilton, assistant Pro- 
fessor of Economics at the University of New 
Mexico. This 32-page bulletin is the first survey 
of the entire field of consumer cooperatives in 
the State. The principal topics treated are legis- 
lation affecting cooperatives; cooperative retail 
merchandising; cooperative electrification; and 
cooperative credit. Price of the new bulletin is 
50 cents, postpaid. 


NEW MEXICO BUSINESS 
Bureau of Business Research 
University of New Mexico 
Albuquerque, N. M 
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